Selecting an E-procurement accounting package is a complex process because of rapidly changing 
Introduction
rocurement is the process of purchasing goods and services, whereas e-procurement is the use of Internet technologies to automate the procurement process. It offers a way for businesses to improve the speed and efficiency, and reduce cost of purchasing goods and services. One of the biggest advantages of e-procurement is seen when it is integrated with a firm's accounting package.
According to Forrester Research, strong demand will spur growth of worldwide e-procurement market from US$3.6 billion in 1999 to US$1.375 trillion in 2003. For most companies, the question is not so much if it is time to acquire an e-procurement system but whether to develop a buy side or use a marketplace solution. Eprocurement solutions cost millions of dollars. Detailed attention must be paid when selecting an e-procurement package. It is not uncommon for a company to spend a lot of money and effort on a software solution that does not meet its requirements. The purpose of this paper will help decision-makers in selecting an appropriate eprocurement accounting package that meets business needs.
Problem Statement
The selection of an e-procurement accounting package can be one of the most frustrating experiences for any company that is considering going online. This is because of rapidly changing technology and the wide-variety of options proposed by the software solution providers. There is no best solution! No single product will suit every ____________________ Readers with comments or questions are encouraged to contact the authors via email. P particular company's needs. The objective is to select a package that best fits a particular company's needs, given the operating environment of a particular firm.
Objective of the research
The objective of the research is to highlight the importance of e-procurement and assist organizations in selecting appropriate e-procurement software that best fits the needs for an individual firm.
Scope of the research
This article does not cover smaller companies, as the cost of development of buy-side solutions will most often outweigh the benefits achieved. Marketplace solutions are therefore more suitable for smaller companies. However, this report will help the reader understand the difference between buy-side and marketplace solutions.
This article is aimed primarily towards large companies that want to implement a new e-procurement solution or update an existing one. The article also helps the reader understand what e-procurement is, why there is need for it, and how it can help speed up the procurement process, make the process more efficient and reduce procurement costs.
Survey of Literature
Andrew Tobin indicates that e-procurement is growing, and vendors are attempting to meet the need in new ways. National Power used to spend $75 processing a stationery order worth $50, but using software to purchase directly from suppliers over the Internet, the company has reduced purchasing costs to $10. A recent Goldman Sachs study has shown that companies can save anything from 2 per cent (coal industry) to 39 percent (electronics industry) on their procurement by using automated techniques made available by the Internet. E-procurement packages are now available off-the-shelf, though integration is required. An easy method to get into e-procurement is by joining open communities available on the Internet. Barry Lacy and Ian Nash recommend that one of the most common ways to implement an -off the shelf‖ eprocurement system, would be acquisition from either an ERP vendor, or a point-solution provider. The first step in selecting a technology partner and an e-procurement package is to identify the products or services a business is purchasing. Management must consider, whether the main focus of the company is to reduce transactional costs associated with high volume/low value purchase of non-critical supplies or the purchase of direct production raw materials. The business seeking e-procurement should define the external and internal factors such as engagement of eprocurement vendors and capability of internal users to trade electronically with suppliers.
Brandon Coleman believes that an effective accounting software package can help make monitoring finances less cumbersome and help save money at the same time. Selecting effective accounting software can be one of the most difficult tasks a company may face. Coleman recommends taking into consideration the following things when selecting software:
user friendliness of e-procurement vendor  hardware requirements  flexibility  price.
J. Carlton Collins says that the Internet is changing the way businesses conduct business. Company managers must rethink what can be expected from their accounting package. The back-end accounting software should be integrated with the e-procurements solution. Software should be able to publish web catalogs directly from the inventory module in order to deliver real-time information on prices and quantities on hand. Software should also be able to receive orders directly from the web site and import them automatically into the sales order module. Reports should be printed in web page format so that the users can access these reports via the Internet. Other recommended features include:
Laurent Ledoux, a manager in the Arthur D. Little's E-Business Center, based in Brussels suggests that most small and medium-size businesses should opt for emerging marketplaces, as the costs of developing procurement systems don't often outweigh the benefits. Large businesses face a difficult choice as their purchasing needs increase, when compared with limited internal capabilities of human resources and skills.
Lou Kabzan, Marcum & Kliegman, LLP recommend that when companies are in the process of selecting an e-procurement accounting package, careful selection should be made of individuals making the selection decision. The decision committee should list all the requirements and then prioritize them. Once the requirements have been prioritized, then the decision committee should investigate various e-procurement systems that will meet the company's immediate needs and still be flexible enough to offer growth potential. Not only should software be evaluated, but vendor attributes should also be evaluated. The decision committee should consider the following vendor attributes:

User friendly service  Keeping the product technologically current  Providing low-cost software upgrades Raghunathan, Bhaun (Sept. 1995) carried out a survey and found out that small businesses face a major challenge in selecting an appropriate hardware and accounting software. Large companies typically have resources to appoint a special task force or hire consultants to provide advice on hardware and software acquisitions. The survey showed that most businesses were unfamiliar with various aspects of software acquisition and, rather than spending time and effort in learning, they opted to heed the advice of someone they considered to be knowledgeable. The first three things that most businesses look for when selecting accounting software are:
Ease of use.
Steven Hornyak and Todd Ostrander (1999) state that e-procurement is fundamentally changing the purchasing process. Employees throughout the organization have the ability to order and receive operational supplies and services from their desktop computer. One of the most misunderstood components of e-procurement is catalog management, the process of consolidating and presenting goods and services offered for online purchase. By applying the business requirements of e-procurement and the -seven C's‖ of catalog management to solutions selected for business today, companies can save substantially. Coupled with web-based enterprise budgeting and planning, companies can use e-procurement to realize unprecedented cost savings.
Suzanne Braun (Oct 1999) points out that selecting an inappropriate accounting package can be costly to a company. Braun suggests a prioritized list be made of all the tasks needed by the business and software be selected that closely meets the requirements. When considering accounting software, the computer software representative should be asked to demonstrate applications to business functions within the company. Accounting software should be flexible, with the potential of a 3 to 5 year life and the vendor's track record in offering upgrades should be reviewed.
Patrick Coleman recommends that moving a company's procurement to the Internet allows the company to push its purchasing to a few strategic suppliers, thus enabling the business to receive better terms, better discounts and better support. When that happens, the cost savings will boost a company's bottom line. Another factor contributing to the growth of e-procurement is XML. XML provides a common data interchange format, so that companies have the ability to easily communicate electronically with each other. However, most existing XML vocabularies for supply chain transactions can process only simple types of data transfers, not the complex steps inherent in most supply chain transactions.
Research Methodology
This paper is based on the information gathered from secondary data such as online journals, reports, magazines and books. E-procurement is a new technology and therefore only limited resources are available that describe the selection criteria of an e-procurement accounting package. Therefore the information was collected to provide an understanding of e-procurement, in terms of: 1) what it is, 2) how it works, 3) how it is integrated with presently developed accounting systems and 4) how to select an e-procurement accounting package for a particular business.
Discussion, Analysis and Findings
E-procurement solutions can be applied at different levels ranging from information through interaction and integration, to participate in new business models and markets such as web-auctions and virtual marketplaces. Before describing the criteria in selecting an e-procurement accounting package, it is best to understand the following:

What is e-procurement, and what it has to do with the accounting system?  What alternatives to e-procurement are available in the market?
What is e-procurement and what it has to do with the accounting system
Procurement is the process of purchasing goods and services. E-Procurement is the use of Internet technologies to streamline the procurement process. In this sense, most companies are already using e-procurement. However, in its true meanings the entire process of buying and purchasing should be automated and linked with the firm's accounting system.. If the e-procurement is coupled with the financial system, the entire process of procurement begins with collecting product information to payments of bills, which all can be a paperless process. Requisitions are entered only once and can be routed automatically for authorization. This speeds up the process and reduces the chance for errors and omissions.
Once the requisition is approved, the actual purchase can be handled a number of different ways. The employee handling the order can call up electronic catalogs from approved suppliers and order directly from them. There are also online marts and auction sites an employee can access. Some advanced systems can search approved vendors for the lowest price and make the purchase automatically. Once the purchase has been made, the receipt of the goods can be handled electronically, with electronic matching of goods received, purchase order and invoice. In some systems, the supplier is automatically notified that payment has been authorized. This saves the supplier from having to generate an invoice and simplifies the reconciliation process. The best systems are all paperless. The key advantage is that the financial data is automatically updated throughout the process. Thus, real-time computing is achieved. People in accounts payable and purchasing don't have to keep re-entering data, and management always has current and updated information. The biggest saving is in manpower, time, paper and postage. Above all, the process is accomplished faster and eliminates redundant steps.
If the e-procurement solution is not linked with the firm's existing accounting package then e-procurement becomes an isolated step. Instead of moving automatically throughout the process, the purchasing information stops in procurement. The data is stored in a number of different places, which results in considerable extra cost and the potential for errors. In such systems, most of the processes are still being handled manually with paper documents. The supplier still prepares paper invoices and mails them out, management obtains information from several sources, compares current purchases against budgets, with the possibility that the information is not current.
What alternatives to e-procurement are available in the market?
Electronic Data Interchange (EDI) is a common alternative to e-procurement. EDI is the electronic exchange of routine business transactions. These transactions include:
EDI is used by the following industries: Electronic Data Interchange (EDI) operates in the following manner. It has been used mainly to handle large scale purchasing of parts and equipment in the automotive industry. EDI is really only a standard format for transactions, which enables each computer to know where each data field is located. To employ EDI, data needs to be translated into these standard formats. This can either be done by purchasing EDI translation software or by using a third party service. These transactions then have to be transmitted back and forth between trading partners and the business. This is accomplished by connecting computers to a Value Added Network (VAN). The VAN functions as a switching station to route transactions between trading partners. EDI is being Internet-enabled at the moment as well. However, traditional EDI was always too expensive for smaller applications. EDI is no doubt more secure than e-procurement but the costs outweigh the benefits.
Selection of E-procurement solution
Selecting an e-procurement package is not the same as selecting any other software package. There are many procurement responsibilities in the selection and implementation of E Procurement systems. For example:

Deciding whether to bring suppliers onto the organization's Intranet  Deciding whether responsibility for catalogues should be that of the suppliers or the buying organization  Deciding whether to engage a third party service provider to manage the e-procurement system  Deciding whether to integrate the system to other systems e.g. the finance system or Enterprise Resource Planning (ERP) System etc.  Deciding whether to join a Marketplace.
Basically there are two main categories of an e-procurement solution: buy-side and marketplace.
In buy-side procurement solutions, suppliers send catalogues to buyers. These catalogues are designed and maintained by the buyers so that the data of their selected suppliers are matched to their requirements. On the other hand, e-marketplaces, also called trading communities, have become one of the major attractions in web-based procurement. Virtual brokers called intermediaries organize these marketplaces. They are helping launch communities for vertical markets, enabling participants to buy and sell goods, exchange information, and form partnerships in an industry-specific setting, without having to develop their own buy-side e-procurement system.
Both of these solutions have advantages and disadvantages related to them, for example:
Buy-Side Marketplace Advantages:
 A closed environment where the company owning the procurement system has freedom to select suppliers of its own choice.
 Benefits are obtained from the advanced configuration or search facilities that some suppliers have implemented with a sell-side procurement solution.
 Optimal search facilities.
Disadvantages:
 Software development costs, hardware costs, license fees, usage fees, training and maintenance costs.
 Catalogues are designed and maintained by the buyers; therefore they are forced into a content maintenance role that can become burdensome.
 Requires more attention and human resource skills to keep it in-house.
Advantages:
 All the costs such as hardware, development, maintenance and certain license fees are shifted to the marketplace and away from the company.
 No need to worry about catalogue management and maintenance, as the intermediary collects all the data and product information from suppliers, normalizes that data, and then creates one centralized product catalogue containing all the data to enable buyers to shop.
 Intermediaries can provide their own valueadded services like buying guides, credit verification, risk management, shipment, payment, auctions and exchanges etc.
Disadvantages:
 Less than optimal search facilities for each buyer that buy-side solutions can provide.
 Purchasing through a marketplace rather than directly through the supplier's web site may prevent buyers from benefiting from the advanced configuration or search facilities that some suppliers have implemented with a sellside procurement solution.
Multiple suppliers to multiple buyers in the Virtual Marketplace Model
The respective advantages of the two solutions depend on the individual industry and products, the power balance between buyers and sellers in the industry, and the importance of the company in a particular industry. Both solutions enable the extension of the supply chain, but this might be a bit more straightforward for buy-side procurement solutions from ERP vendors.
In conclusion, while the full range of benefits might be better secured with buy-side procurement solutions, applications costs might make marketplace solutions the preferred option.
For smaller companies, the costs of development of buy-side solutions will most often outweigh the benefits and therefore marketplace solutions will best suit such companies. When large businesses decide to choose buyside solutions, companies should carefully evaluate and select the best software provider who can meet their specific requirements. Given below are proposed selection criteria to assist organizations in selecting an appropriate e-procurement package to meet a company's needs.
Proposed Selection Criteria:
Before selecting an e-procurement package, the decision committee should identify as many e-procurement packages as possible using various information sources. The initial list should include only proven products that potentially meet the organization's needs. After identifying possible software programs, the selection committee should request each software package's sales literature, and search magazine articles for software reviews. Rely on the information gathered to eliminate the software packages that seem less likely to meet the organization's needs. Once the software packages are short-listed, assess them according to the criteria given below: 
Vendor viability and capabilities
Many first time e-procurement solutions buyers disregard vendor reliability and focus primarily on the product's quality, price or both. No matter how good a product is, a user still must rely on continued support from the vendor. It is strongly advised to select a vendor who is financially strong, reliable, has the resources to meet a company's requirements and will be available when needed. A proposed criteria for selecting a vendor is given below: Usually three good references are enough to make a decision a decision for a particular product and vendor. If the decision is to be made by a committee, then committee members may score each product and the product with the best score would be the one to choose. Vendors with limited resources or technological support should be avoided. The best software vendors are profitable and supported by staffs that are both knowledgeable and large enough to meet the needs of its customers.
Costs
E-procurement accounting software packages are very costly. Currently, companies are paying millions of dollars for buy-side procurement solutions from Ariba, Commerce One, etc. One of Ariba's customers is Alliant Energy headquartered in Madison, Wisconsin. Alliant Energy was formed through a merger of IES Industries, Interstate Power, and WPL Holdings and is now a major energy services company with growing national and international diversified operations. Alliant Energy uses software from Ariba, called Ariba Buyer to streamline purchasing processes and reduce costs of goods services it purchases by channeling buying to preferred suppliers and taking advantage of economies of scale.
Commerce One provides software, services to companies globally, providing buying organizations visibility and control over inter-enterprise sourcing and procurement processes. By putting these processes on the Internet, Commerce One enables new levels of collaboration and communication between buyers and suppliers. Commerce One solutions reduce cycle times, lower transaction costs, and achieve better pricing for all types of goods and services. Since 1996, Commerce One has helped the world's leading companies, including: Boeing, Deutsche Telekom, General Motors, DaimlerChrysler, and others. Commerce One solutions have generated millions in savings for more than 550 customers worldwide supporting complex purchasing requirements for such industries as automotive, utilities, healthcare, metals and mining, aerospace, and energy. Commerce One technology enables organizations to trade with anyone, anywhere, and at anytime. Companies can engage in mutual transactions -no matter what technology is used, what language is spoken, or what currency is used. Nearly half of most companies' revenues are spent on purchasing activities and one of the fastest and most economical ways to deliver bottom-line results is to reduce the costs of procurement and sourcing. The mission of Commerce One solutions is to give organizations the tools to reduce costs quickly by providing visibility and control over the entire enterprise sourcing and procurement process.
When purchasing a new e-procurement accounting software package, keep in mind it is not only the software price that needs to be considered, but there are other costs too that are directly associated with the package, including:

Content management and catalogue development, which is the most important and difficult tasks involved with e-procurement. To maintain an in-house environment, it is necessary to spend substantial dollars on training and honing human resources skills. If the company does not have these skills and resources in-house, it may consider out-sourcing these tasks or provide training to its employees. Both of these solutions will also incur extra costs. If the selected e-procurement package does not include the backend ERP system then the integration costs also needs to be considered. The e-procurement package is not much of use if it is not integrated with the backend ERP system. When making a decision, it is necessary to determine the degree of technical support provided with the software and the cost of additional support. Many software companies offer free support for a period of time after the purchase, but will charge support fees after the introductory period of time or for additional modules. 
Ease of Use
Another important feature to look for when evaluating e-procurement accounting software is user friendliness. It must be easy for the end-user to search for products, without knowing the product name or product code of the supplier. The user must feel as if he or she is shopping not entering a requisition. It should also be easy for the administrator to implement business rules, and catalog maintenance through visual graphical point-and-click interface linked directly to the back office systems.
Advanced e-procurement systems are using new technologies such as XML to transmit data in standardized format to end-users. Turnkey tools can even capture data from supplier web sites, and pull information into a product index with no human intervention. With these powerful tools, managing catalogs can be a simple process.
A picture is indeed worth a thousand words, but it is probably worth several thousand numbers. Make sure the package in consideration can convert numbers into graphics. Several accounting packages can produce pie, line and area charts from the numerical data.
User friendliness in general is subjective and hard to quantify. What is user friendliness to some is of no significance to others. The basic areas to test include:

Ease of installation and setup  Clearly defined screen labels and instructions  Logical processing and routines that are intuitive  Easy to understand menus  Ease of conducting day-to-day operations Sometimes, vendors allow using their facilities for reviewing and testing their software solutions. If this is not possible ask for live demonstration from the sales representative. Demonstrations help to provide a better understanding of the product and highlight the features that may not have been considered previously.
Customization
Finding a product that meets all the requirements may be difficult to find. If this is the case, software customization may be necessary. It is advised to check whether the product can be customized, and if it can, whether the customization will meet organization's requirements and the degree of difficulty in accomplishing the customization process. Even though the customization can be very useful as it makes the software specific to organization's needs, there are some problems with it as well. For example, technology changes rapidly and new upgrades may be available every few months. In order to stay competitive, vendors keep on adding new features to their software and allow customers to benefit from the new changes at very minimal charges. But once the product is customized, it can no longer be upgraded without losing those modifications.
There are many levels of customization. The most common place where customization is needed is the financial reports. There may be a need for the new financial reports or edit existing formats. Some products are not flexible enough to produce custom-tailored financial statements.
Multilingual and multi-currency support
Companies considering e-procurement solutions should bear in mind that they will probably have worldwide customers and suppliers. Therefore, their e-procurement system should be able to print a multilingual product catalog and handle multiple currencies. Only a handful of e-procurement accounting packages process multiple currencies, while others partially support multiple currencies and others do not support this requirement at all. Many vendors are using XML to support multilingual catalogs. Some smaller international companies attempt to avoid the complexities of foreign currency translation by offering goods for sale only in their base currencies and by accepting only credit card payments from international customers.
Security
One of the biggest obstacles in the growth of e-procurement is security. Many companies prefer EDI than e-procurement only because EDI is more secure. But EDI security comes at a price that outweighs its benefits. Close attention should be paid when checking the security of e-procurement solutions. A survey shows that 64% of the companies rely on password controls when dealing with their suppliers over the Internet, yet passwords alone are unlikely to be that secure. Only 27% have yet adopted digital certificates to secure e-procurement transactions. The reason for this low adoption rate, is because of the high cost of digital certificate implementation. As more and more digital certificate providers are entering the market, the cost of digital certificates is dropping down. It is advised to select an e-procurement solution that provides digital certification.
Flexibility and Scalability
The package under consideration should have the ability to integrate with third-party software solutions. It should be flexible enough to implement the buyer's procurement process and support changes in those processes. The needs of an organization keep on changing over a period of time and so the software package should be flexible enough and expandable to support future growth of the company.
User Reporting
Another important feature that cannot be missed is the ability to generate web-based reports. These reports allow users to perform advanced analysis quickly over the Internet. Browser based reporting capability provides users with access to all their transactions.
Additional features to look for
The e-procurement package should also be able to:

Publish web catalogs directly from the inventory module.  Retrieve orders directly from the web site and import them automatically into the sales order module.  Allow users to access reports and accounting data across the Internet.  Let remote users securely enter accounting data and transactions via the web.  Send e-mail reports and messages when triggered by predefined events.
Conclusion
Selecting an e-procurement package is not the same as selecting any other software package. There are many procurement responsibilities in the selection and implementation of e-procurement systems. Most small and medium-size businesses will probably be better off selecting marketplace solutions, as the cost of developing eprocurement systems does not outweigh the benefits. Large businesses face a difficult choice. Their buying power and internal capabilities might direct them toward buy-side solutions.
Buy-side e-procurement solutions cost millions of dollars. Therefore, careful and detailed attention must be paid when selecting one. All organization's needs must be identified, requiring consultation with end users. Software should meet the organization's needs as close as possible. After considering the e-procurement packages available, a short-list should be made and then selection of the package that best meets business requirements. No matter how good a product is, users still must rely on continued support from the vendor. Vendor's access, reputation and reliability should always be an overriding consideration. 
